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ence and Validity of the Extended Licenses 
are Established by the Order of the Court 
of Chincery of New Jersey in the Proceed- 
ings Taken Against the Receiver of the 
North American Company. This, However, 
is Not Correct. The Proceedings in the 
Court of Chancery Were Taken Under the 
Suspension Agreemen 
The Claim is Made by Appellee, in its Brief, 
that the So-called “Rounding-up Agree- 
ment” Operated in Some Way to Enlarge 
the Grant of Rights to the Complainant's 
Predecessors, and, in Effect, Operated as a 
Grant in Perpetuity... 
Distinction Between Ribley Suit and Suit at 
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Tue New York Puonocrara 
Company, 
Complainant-Appellee, 


vs. In Equity. 


Tue Natioyat Puonocrara 
Company, Impleaded, etc., 
< Defendant-Appellant. 





APPEAL FROM THE Crrcurr Court or THE Unrrep 
Srares ror THe Sovrnern Disrricr or New York. 


APPELLANT'S SUPPLEMENTAL 
BRIEF. 


WHAT ACTION IS REQUIRED OF A 
CLAIMANT TO AVOID THE IMPUTATION 
OF LACHES. 


Beyond those cases already cited relating to the 
subject of laches (Defendant's Brief, pp. 327-339), 
and whose principles are summarized in the cita- 
tion contained in the accompanying foot note,* 
there is a current of authority in which it is held that 
mere protests, complaints and demands will not avail 





*Crovorepta or Law axp Provepvre, Vol. 16 (Page 161): 
“6. Speoutative Property axp Srecctative Coxpucr. The specu- 
Astive character of the property involved is an important element in 
considering the effect of delay in asserting a right thereto, and 
more than ordinary promptness must be displayed to avoid the 
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to keep alive a right against which the defense of 
laches might be invoked. Nor can the imputation of 
laches be evaded by a claimant’s hope of settlement, 
or the pressing of uninvited negotiations, or his im- on 
aginings of unsubstantial impediments to the institu- 
tion of proceedings to enforce his claim. 
As these authorities show, such action as was taken 
by complainant (accurding to its own showing) during é 
the five years between February, 1896, and the bring- 





: charge of laches in such case. This is but one phase of a broader 

principle, that one may not withhold his claim, awaiting the out- 

come of an enterprise, and then, after a decided turn has taken 

place, assert or renounce his interest in accordance with the re- 

sult. Accordingly a marked appreciation or depreciation. accord- 

ing to circumstances, in the value of property involved, when the 

right might have been asserted before such change will prevent the 

granting of relief.” e : 
(Page 162).—" 7. Detar Worxixa Presuptce to Derexpaxt— 

a. Change in Circumstances Generally. A plaintiff! who sleeps on 

his rights until the progress of events and change of circumstances 

have rendered it impossible to grant relief with equal justice to 

defendant is guilty of laches. Indeed, in accordance with the doc- 

trine sometimes asserted that mere lapse of time unaffected by other 

circumstances will not bar relief, itis sometimes held that delay in 

asserting a demand will not prevent relief unless there has been 

prejudice to defendant by reason thereof. Prejudice to defendant 

“may prevent relief, whether the change in circumstances is due to 

the voluatary act of the defendant, or is the result of the delay | 

itself. 

“6. Exvespitores asp I[Mexovemests. The most frequent 
case of laches, consisting of delay working prejudice to defendant 
through change in circumstances is where plaintiff has slept on his 
rights and permitted defendant to make valuable improvements on 
property in controversy, or to make large expenditures in reliance 
on his title thereto. This is usually sufficient to bar relief: but the 
[p. 163] operation of this rule is largely a question of degree aud 
circumstance. The making of improvements by plaintiff himself 
will not estop plaintiff from seeking reformation of a mistake in 
his deed on the theory that he thereby acquiesced in the deed as 
it stood, at leust, in the absence of proof as to knowledge of the 
mistake. 

“8 Detar Worktxa Prescoice to Tate Pevsoxs. Equity 
is equally careful to avoid injustice to third persons as to parties, 
and, therefore, will deny for laches the claim of one who has slept 
on his rights until third persons have acquired rights which would 
be affected by granting him relief.” 
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ing of this suit, in 1901, must have been ineffective and 
wholly futile as a substantial assertion of its claim. 
Once its demands had been rejected or ignored, there 
remained to complainaut but the one recourse, namely, 
the bringing of un appropriate suit. 
In Mackall vs. Casilear, 137 U. S., 556, Chief Justice ! 
FUuter said : 


(p. 567)—“The excuse for the delay is that 
complainant protested against Casilear's claim 
and notified him that he would not submit to the 
sale; but the mere assertion of a claim, unaccom- 
panied by any act to give effect to it, cannot avail 
to keep alive a right which would otherwise be 
precluded. It is said, however, that complainant 
had been engaged in negotiations from time to 
time with Casilear, orally and by mutual corre- 
spondence in writing, which complainant hoped 
would result in a settlement and adjustment of 
their differences in regard to the property held by 
him; but the bill does not state that Casilear 
gave any encouragement to such hopes, or ever 
promised any settlement or adjustment, or ever 
conceded that his purchase was in any respect 
doubtful, or ever in any way recognized the claim 
of the complainant.” : 





In Lane & Bodley Co. vs. Locke, 150 U. S., 1938, Mr. 
Justice Surnas said : 


(p. 200)—* The suit was brought on November 
26, 1884, a period of twelve years. In the interim 
the plaintiff continued, for most of the time, in the 
defendants’ employment, aud admits that he 
knew that Lane & Bodley, and the Lane & Bodley 
Company were using the patented valve. He 
does, indeed, claim that in 1875 and 1876 he had 
conversation with Lane, in which he demanded an 
arrangement or settlement for the use of his in- 
vention, but he admits that, in 1876, Lane re- 
pelled him and refused to talk upon the subject. 
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According to Locke’s own account, he dropped 
the matter, and continued to acquiesce in defend- 
ants’ use of his patent, and to receive a salary 
from them for a period of several years.” * 


~ In Penn Mutual Life Insurunce Co. vs: Austin, 168 
U. S., 685, Mr. Justice Wurre said: 


(PB. 697)—“ In Lane & Bodley Co. v. Locke, 
150 U. S.193, and in Mackall v. Casilear, 137 
U.S., 556, it was held that the mere assertions of 
a claim, unaccompanied with any act to give effect 
to the asserted right, could not avail to keep alive 
aright which would otherwise be precluded be- 
cause of laches. Indeed, the principle by which 
a court of equity declines to exert its powers to 
relieve one who has been guilty of laches as ex- 
pressed in the foregoing decisions has been ap- 
plied by this court in so many cases besides those 
above referred to as to render the doctrine ele- 
mentary. Whitvey v. Hox, 166 U.S., 637, 647, 

- 648; Gildersleeve v. New Mexico Mining Co., 161 
U.S., 573, 582; Abraham v. Ordway, 158 U.S., 
416, 423; Ware v. Galveston City Co, 146 U.S., 
102, 116 ; Foster Mansfield, Cold Water, ete., 
Railroad, 146 U.S., 88, 102; Galliher v. Caldwell, 
supra [145 U. S., 368, 371|, where the earlier 
cases are fully reviewed; //oyt v. Latham, 143 
U.S., 553; Hanner v. Moulton, 188 U. S., 486, 
495 ; Richards v. Mackall, 124 U. S., 183, 189.” 













In Gildersleeve vs. New Mexico Mining Co., 161 U. 
8., 573, the Court said: 


(p. 579)—* In Lane & Bodley Co. v. Locke, 150 
U. S., 193, and Mackall v. Casilear, 137 U.S., 
556, it was declared to be correct doctrine that the 
mere assertion of a claim unaccompanied by any 
act to give effect to it, could not avail to keep 
alive a right which would otherwise be precluded.” 
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, dropped In Moore vs. Nickey, 133 F. R., 289 (Civenit Court of 
n defend- Appeals, Ninth Cireuit, October 3, 1904), Judge GiuberT | 
a salary he said: : 
: rf 4 
‘ (p. 292)—* We are unable to find in any of these 
lustin, 168 circumstances a sufficient excuse for the appel- 
lant’s delay. If a temporary loss of the instru- 
i 2 ment presented an impediment to the institution 

v. Locke, of the suit, that excuse ceased to exist on Septem- 
lear, 137 ber 20, 1900, when the instfument was again in 
ertions of his possession. It was no excuse that mining op- 
sive effect erations ceased, or that he deemed the property of 
cep alive insufficient value to justify a resort to litigation. 
uded be- There is no allegation or proof that any of the 
by which defendants deceived him either as to the extent or 
rowers to the cessation of the mining operations, or the value 
es as ex- of the mining property. A party guilty of laches 1 
: been ap- cannot screen his claim from the imputation of stale- i 
ides those ness merely by alleging an imaginary or unsub- | 
trine ele- stantial impediment to the institution of proceedings 
637, 647, to enforce the sume.” (Italics ours.) 

Co., 161 i 
58 U.S. LACHES IMPUTABLE TO COMPLAIN- | 
146 U.S., ANT FOR THE TWO YEARS PRECEDING 
ater, ete, 

Caldwell, REDE: 


ae earlier 


It is not expressly stated in complainant's brief that 
ham, 148 


from 1896 to 1898-complainant was unaware of the 


S., 486, fact that phonographs were bemg sold within the State 
3, 189.” of New York; but there is a singular absence of state- 
4 * ment to the effect that such was the case. In fact, the 

‘o., 161 U. careful reader might well gain the impression that , 
complainant knew nothing of the so-called invasions 
until the opening of the National Company's store in 
Cocke, 150 ey ‘ New York City in 1898. If complainant knew nothing 
(37 U.S, , of the sale of phonographs in the New York territory 
© that the prior to 1898, such fact would be in mitigation of the 
@ by any laches of the case, although, under the authorities 
‘il to keep . e cited, the three years’ omission to assert its claim by 

reciuded.” 


suit should be no less fatal thau if the delay had been 
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for the five years with which it is properly chargeable. 

But that complainant was fully aware of the sale of 
phonographs in the New York territory, as early as 

1896, is most obvious (Defendant’s Brief, p. 180). “ 
Fahnestock’'s testimony to this effect is: 


(R. p. 1595) —* Re-d. Q. 628. No. The question 
is this : did you, in the spring of 1896, need any 4 
notice that. there was an existing phonograph 
business to be done in the State of New York, 
were you ignorant of the fact that there was any 
such business ? 

“A. We knew there was a business, 
but we knew we were not getting it. 

“ Re-d. Q. 629. But: would such a notice 
have given you any substantial in- 
formation, or did you have this infor- 
mation from anybody? 

“ A. Ido not anderstand who the notice is to 
come from. We knew there was a busi- 
ness in New York, but we knew we 
didn’t do any of the business. If Mr. Edi- 
son had asked us to do it we should have done so. 

«“ Re-d. Q. 630. You didn't need to be 
told that there was a business to be 
done in the State of New York in the 
2 spring of 1896, did yon? ¢ 
. “A. No ~ 

“ Re-d. Q. 631. You do not blame Mr. 
Edison for omitting to tell you that 
there was such a business, do you ? 

“A, We knew that without his telling 
us. 

“ Re-d. Q. 632. It would have been an 
idle, foolish performance if he had 
written you saying there was such a 
business waiting to be done. 

“A. It would have been unnecessary.” ! 
(Black type ours). 
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fense of Lewis says : 
tation of 
ttlement, (R., p. 555) —* x-Q. 104. Did you know that there 

his im- 7a 4% was a phonograph business being done in the 

institu- years 1896, 1897 and 1898, in the State of New 7 

York ? t 

as taken “A. I recollect a period about that time when 
) daring ion our concern consented to suspending of our busi- 
e bring- ‘ . ness in behalf of some concern, but just exactly the 


details of it I do not remember, but it seems to me 
at all times there was a business by either the 





‘a broader ' New York Phonograph Company or some other 

ag.the outs concern who had the right or did not have the 
in ‘ase ; right to do it in the State of New York. 

on, accord. “x-Q. 105. But during the years 1896, 
, when the 1897 and 1898, did you or did the man- 

peeeiceahy agement of the New York Phonograph 

epee 7 Company know that there was a pho- 
sleeps on nograph business which might have 

cumstances been done in the State of New York? 

k quiets to “A. I think, if my recollection serves 

he doe- 


me, that a large business was being 
done along there during those years. 





re has been “x-Q. 106. At any rate, you are uot in the dark 
» defendant as to these facts, as to the fact that there was a 
es Is due to business that might have been done in the State 
f the delay 5 


of New York ? 
st frequent “A. I think [have answeréd that question by 
' defendant stating that my recollection, if it serves me right, 


lept on hit . « t 
acts ae ; there was a large business done during those \} 
in reliance 4 A years. 

ef; but the “x-Q. 107. But if there was a large business 

soeree a being done in phonograph matters in those years, 

aldeato' la the New York Phonograph Company was doing 


the deed as : none of it ? 


edge of the mi? “A. The New York Phouograph Company was H 

a doing all it could do under the circumstances dur- 
4 4 ed ing that period. H 
ho has slept " $ “ Re-pirect Examivation By Mr. Hicks: . | 
‘hich would “ Re-d.Q. 115. You have said that in 


the year 1898 and prior thereto, a large 
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business was being done in phono- 

graphs and supplies within the State of 

New York. Now, I ask you whether 

that fact had anything to do with your # 
visit to Mr. Edison as a member of the 

committee in the spring of 1898? 1 

“A. It did very considerably. 

“ Re-d. Q. 116. Who was doing the busi- e 
ness ? 

“A. I don’t know; dealers all over the ! 
United States—exhibitions all over the } 
United States at that time I saw my- | 
self. 








“Re-d. Q. 117. But in the spring of ‘ 
1898, and prior thereto, within the | 
State of New York, were the phono- 
graphs and supplies there sold, Edison | 

- phongraphs and supplies? 

“A. Thave no doubt they were; I saw H 
them there advertised in windows and 
on machines in various parts of the ' 
country.” (Black type ours.) 


The foregoing testimony is amply supplemented by 
much else in the record, and particularly by the numer- 
ous utterances of Andem, where he complains that the 
busivess of the local companies was ruined by the 1896 
invasions of the National Company (see Defendant's 
Brief, pp. 221, 248-254). 


THE REPRESENTATION THAT DEFEND- + 
ANT, AT ORAL ARGUMENT, ABAN- 
DONED THE CONTENTION OF COM- 
PLAINANTS’ INSOLVENCY. { 


Complaimunts, in their appen! brief (p. 177), say : 


“Upon the oral argument, in the court below, 
the contention of insolvency was abandoned by 
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defendant's counsel. It had, however, been set 
up in defendant's brief and was overruled by 
Judge Hazex” (p. 1935). 


Defendants have at all times contended that com- 
plainant was hopelessly insolvent in 1892, the period 
to which this statement relates; nor is there any 
warrant whatever for complainant's representation that 
the contention was abandoned by defendant's counsel 
“upon the oral argument in the court below,” or at 
any other time. There is and can be no evidence in 
support of this assertion, Nor has the statement any 
better foundation in fact than complainant's regret 
that itis not true. Defendant's position upon this 
subject has at all times been as it is outlived in its 
appeal brief (pp. 129-138) ; and this position differs 
in no material respect frem that of our brief at Cireuit 
(pp. 20-30). 

Complainant, while saying that such contention was 
set up in defendant's brief at Circuit, states that it 
was overruled by Judge Hazer. But if the contention 
had been abandoned by defendaut’s counsel, why 
should Judge Hazet have taken the trouble to over- 
rule it? The fact is that the contention was neither 
abandoned by defendant's counsel at argument nor was 
it overruled by Judge Hazet. Judge Hazen, while 
recognizing the fact that complainant was insolvent in 
July, 1892 (R., pp. 1927-23), merely doubted defend- 
ant’s right to raise the question (R., p. 1936). 


FURTHER ATTEMPTS ON COMPLAIN- 
ANT’S PART TO DENY ITS INSOLVENCY 
IN 1892. 


Complainants efforts in presenting arguments and 
citiug testimony to deny its insolvency in 1892 are 
marked by inconsistencies that are no less striking 
than its assertion that, at the oral argument, this con- 
tention was abazidoned by defendant’s counsel. . 


' 
| 
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In this connection, we call attention to the follow- 
ing from their brief (pp. 178, 179) : 


“The only indebtedness of complainant which 
defendant’s counsel have been able to dig up was 
an indebtedness of $6,000 existing in 1892, on ac- 
count of two loans from stockholders, $5,000 from 
Mr. Fahnestock and $1,000 from Mr. Constable, 4 
which were the only obligations the company had, 
and payment was not demanded (Deft's. Ree., 

Fahnestock, p. 1578, Re-d. Q. 546). Mr. 
Fahnestock states, however, that he 

knows of no indebtedness of complain- 

ant existing to-day, except the Consta- 

ble note for $1,000 (p. 1604, Re-x-Q. 

689). Mr. Haines testifies (Deft’s. Rec- 

ord, p. 1614, Q. 25) that the Constable 

note was repaid in full with interest. 

The amount due to Mr. Fahnestock ‘has 

been paid to the extent of $5,000 in addition 

to the early payments of interest ’ (p. 1604, Re-x-Q. 

688). Why have not defendant's coun- 

sel, when urging complainant's in- 

solvency in 1892, set forth in their brief ' 
this evidence showing payments made ; 
upon these debts existing in 1892, so 
long ago that the legal presumption 
would be, without evidence, that the 
debts had been paid? // does mt appear 
that complainant has ever fuiled to comply with the 
demand for payment of any just obligation. Some 
hearsay evidence in regard to a bill for an auditor's 
report was given (p. 1712, Qs. 13-19), but the 
charges of the auditors were in question (p. 1633, 
Re-d. Q. 113), and at this late date the matter is 
too trivial for inquiry.” (Black type and italics 
ours). 








It would easily be guthered from the foregoing quo- 
tation that the New York Phonograph Company was 
not insolvent in July, 1892 ; that Fahnestock had tes- 
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tified to that effect ; and that according to the deposi- 
tions of both Fahnestock and Haines the New York 
Company's indebteduess to Fahnestock for the $5,000 
loan of April, 1892, and to Constable for the $1,000 
loan of June, 1892, had been fully discharged. But 
this representation as a whole, and in every particular, 
is misleading. For example, in the brief (p. 179) Mr. 
Haines is made to say 


“ that the Constable note was repaid in full with 
“ interest.” 


But Haines merely says (Answer to Q. 25, R., p. 
1614) : 


“ My impression is that it was repaid in full, 
with interest” (Black type ours) ; 


while Fahnestock's testimony (immediately following 
that to which complainant refers) is an unqualified 
statement that the Constable loan was not paid (Fahn- 
estock, R., p. 1606) : 


«« Re-x-Q. 690. Do you know whether the Con- 
stable note has been paid or not ? 

“A. Iam sure it has not” (Black type 
ours). 


According to complainant's brief, Fahnestock is 
also made to explicitly state that his five thousand 
dollar loan had been duly paid, and that it could be 
regarded as no indication of complainant's insolvency 
in 1892. 

The fact is that, as Fahnestock testifies, he was not 
paid in 1892, nor when he first testified did he assume 
that this indebtedness had ever been discharged, al- 
though at a subsequent session he stated that 1,017 
shares of the treasury stock of complainant had, since 
the commencement of this suit, been transferred to 
his name and ownership, and that thereby the indebt- 
edness had been discharged. Fahnestock’s testimony, 
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before being rewinded that his debt had been liquid- 
ated by the transfer to him of such 1,017 shares of 
stock, is as follows (R., p. 1579) : 


“ Re-d. Q. 539. So that between yourself and 
the Constables at that time, there was a loan of 
$6,000 made to the New York Phonograph Com- 
pany? 

“A. That is correct. 


“ Re-d. Q. 540. And were either of you ever ' 


paid back this money ? 

“A. Not yet. IL have the company’s ob- 
ligation. 

“ Re-d. Q. Why was not this money paid back ? 

“A, Isuppose they didn’t have the money to 
pay it. If they had ‘the money they would not 
have borrowed it. : 

“ Re-d. Q. 542. Was the company in such straits 
in 1891, in your opinion, that it could not survive 
without borrowing $6,000 from yourself and the 
Constables ? 

“A. The company was not very flush at that 
time. 

“Re-d. Q. 543. And thereafter it didn't get 
flush enough to pay back this amount? 

“A. That is correct.” (Black type ours.) 


It was under cross-examination by his own counsel 


that Fahnestock (Re-x-Qs. 687-8) was reminded, or 
perhaps for the first time made aware of the liquida- 
tion of his fise-thousand-dollar claim by the stock 
transfer ; although, as the following testimony shows, 
some further facts, relating to this transaction, re- 
mained to be elicited (Fahnestock, R., p. 1609) : 


“ RE-pinecr ConTINVED—Mr. BuckincHam : 
“ Re-d. Q. 709. You say that $5,000 of the in- 
debtedness of the New York Phonograph Com- 
- pany was discharged by stock of that company ? 
“A. Yes. 
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“ Re-d. Q.710. How much stock did you get 
for this $5,000 ? 

“A. 1017 shares, the amount of treasury stock 
that the company had. . 

“ Re-d. Q. 711. When did you get it? 

“A. Ido not remember the exact date; it was 
previous to the last election; it was some time 
previous to that; I think it was in the summer of 
1903. . 

“Re-d. Q. Why, hasn't the company given the 
Constables some stock, to:, for their $1,000? . 

“A. I don’t know.” 


Of course, it was Mr. Fahnestock’s privilege in 1903 
to accept 1,017 shares of complainant’s stock for the 
amount of his five thousand-dollar loan; but this is 
not to say. that the New York Company was solvent in 
1892 or able to pay its debts, as would be implied if 
complainant’s statements in this part of its brief were 
accepted as substantially trae. 

Even the testimony respecting the non-payment of 
the charges for the auditor’s report is perverted. 
Haines merely says (R., p. 1635, Re-d. Q. 113) : 


“T believe there was some question as to their 
charges.” 


Clerihew, however, definitely says (R., p. 1712, Qs. 
18-19) that there was no dissatisfaction with the bill 
and that after several attempts to collect the amount 
due for their services the matter was dropped, it being 
understood that the company was defunct and that it 
was unable to meet any of its obligations, large or 
small (Qs. 16-19) : 


“Q. 16. But your firm was not paid for the 
subsequent or supplemental report ? 

“A. No, sir. 

“Q.17. Why was that ? 

“A. We tried several times to collect it, but 
"Mr. Haines and Mr. Fabnestock said it would 
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come out all right, but they never got the assets 
to pay it. 

“Q. 18. Then they didn’t refuse to pay for the 
report because they thought the work unsatis- 
factory ? e 

“A. No; Mr. John P. Haines and Mr. Fahne- 
stock both said it would be paid probably, that 
they could get it, but we got tired of asking. 

“Q.19. You understood that the company was 
defunct and unable to meet its obligations ? 

“ Mr. Hicks: Objected to as leading and highly 
improper. 

“A. Yes.” 


We cite these discrepancies, not because they are 
more censurable than many others to which we might 
refer, but because the contradictions between the brief 
and testimony, here noted, are too obyious to be mis- 
understood. 


COMPLAINANTS LATE ADMISSION 
THAT THE SUSPENSION AGREEMENT 
WAS ADOPTED BECAUSE THE LOCAL 
COMPANIES HAD FAILED TO MAKE THE 
BUSINESS SUCCESSFUL AND WERE UN- 
ABLE TO CONTINUE THE PHONOGRAPH 
BUSINESS, 


The chief affront to which Mr. Edison has been sub- 
jected in this litigation is the charge that the suspen- 
sion agreement was devised and its adoptian sought as 
a means for bringing about the destruction of the 
North American and local compames. But, as we 
have attempted to show, the suspension agreement was 
adopted only because the local companies were insol- 
vent and unable to continue the phonograph business ; 
and, at last, we find in complainant’s brief (pp. 281, 
282), a plain rocognition of this important fact : 


“For five years the company had 
tried to do business and failed to make 
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a commercial success. Its experience 
was not peculiar toit. Thirty-one other 
companies, similarly situated over the 
United States, had met with the same 
fate. The suspension agreement is a 
distinct recognition that the plan of 
developing the business as originally 
outlined was a failure, and the North 
America Phonograph Company under- 
took to do the business throughout the 
entire country for that reason. It might 
well be that one company with one organization 
doing business throughout the entire United 
States could make it pay, when thirty-two com- 
panies with thirty-two orgrnizatious and limited 
territory could not.” (Black type ours.) 


Here isaclear statement that the business ii its 
first five years had proved “ a fuilure,” and that all of 
the thirty-two local companies “had met with the 
same fate,” and that for this reason the business was 
assumed by the North American Phonograph Com- 
pany. But aside from those consideratious which 
prompted the adoption of the suspeusion agreement, 
here we find an ample admission, contrary to much else 
in the brief, that complainant and all of the local 
companies had failed to make the business pay, 
and this corroborates the testimony showing that 
they had been insolvent for a considerable time 
prior to July, 1893, when the later of the suspen- 
sion agreements were alopted. Obviously, the im- 
portance of this admission can only be seen when 
these utterances are read with the topic, page 17-4 et seg., 
in whose caption appears the legend, “(/) The false 
defense that complainant was insolvent in 1892.” In- 
deed it would seem impossible that the two parts of 
complainant's brief here noted could have been writ- 
ten by the same hand; but, in many other respects, 
and particularly as to the duration of complainant's 
license term, different parts of the brief contain in- 
consistencies that are uo less glaring. 
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The primary charge of the bill of complaint is that 
the suspension agreement was conceived in frand and 
that it was but a were trap for ensnaring the local com- 
panies ; but, having abandoned this important posi- 
tion, it is urged by complainant that even if such 
agreement were adopted for good and suflicient rea- 
sons, still it may have been utilized later on to bring 
about those results for which, as complainant first 
said, it had originally been devised (Complainant's 
Brief, p. 285) : 


“The record in this case makes it perfectly clear 
that, beginning with the suspension agreement, 
there was a persistent, studious effort on the part 
of Mr. Edison to get into his own hands the entire 
phonograph business. Whether the suspen- 
sion agreement was an intentional com- 
mencement ofa series of acts looking 
to this end, or had its origin in some 

~ other purpose, but was availed of later, 
isnot material. The effect of that agreement 
was to withdraw the business from thirty-two com- 
panies and place it in the hands of one. Inci- 
dentally, thirty-two bnsiness organizations became 
inactive and one business organization, which fell 
under the control of Mr. Edison, took their places.” 
(Black type ours.) 


The innuendoes of this statement are as unfair to 
Mr. Edison as was the original charge; but, if so, 
they none the less dispose of the chief accusation upon 
which the bill of complaiut is based. 

As complainauts now admit, the local companies had 
failed (supra, p. /S ) because “ the plan of developing 
the business as originally outlined was a failure,” which 
is equally an admission that the local companies were 
not ruined by Edison or through the suspension agree- 
ment. Complainant here says that 


“ The suspension agreement is a distinct recog- 
nition” 








! 
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that the business of the local companies had already 
proved a failure. 

Clearly, the North American Company was ruined 
because the business of the local companies had failed, 
as complainant here states; and there isa grain of 
truth in complainant's later statement that the North 
American Company was finally exhausted (p. 123) by 
the purchase from the local companies of their plants 
and business paraphernalia under the provisions of 
the suspension agreement. This purchase, however, 
the North American Company was bound to make if 
it were to thereafter carry on the business. 

A retrospect of the case shows that it would have 
been better for all concerned if the North American 
and local companies had gone into liquidation at the 
time that the suspension agreement was adopted; but 
obviously it was the privilege of the parties to see if 
the business could not yet be made successful under 
the one management with Mr. Edison at the head. 


COMPLAINANT'S REPRESENTATION 
THAT THE STOP NOTICES WERE IN- 
TENDED TO SAFEGUARD THE STOCK 
AGAINST DELIVERY TO SOME ONE NOT 
ENTITLED TO RECEIVE IT. 


One of the least ingennous arguments now pre- 
sented by complainant is found in its appeal brief 
(pp. 277-78), in which the inference is plain that the 
stop-notice letters (Appellees Brief, pp. 61-62) were 
only intended to warn the depositary against deliver- 
ing complainant's stock to those who were not entitled 
to receive it. 

Complainants here state (Appeal Brief, pp. 277-8) : 


“ The conditions of the deposit and the instrue- 
tions to the depositary were that the stock should 
te delivered to Jesse H. Lippincott, Trustee, or his 
successor. The letter merely notified the Trust 
Company not to deliver the stock to the North 
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American Phonograph Company or its receiver or 
to any person or persons claiming under them. 
Under the terms of the deposit it would have 
been improper and unlawful for the Trust Com- 
pany to have delivered the stock to anyone other 
than Lippincott, trustee, or his successor. The 
letter, therefore merely cautioned the Trust Com- 
pany against a violation of its written duty.” 


Here is the inference that complainant would have 
been willing to have the stock delivered to Lippincott 
or his successor, but not 


“to the North American Phonograph Company or 
ils receiver, or to any person or persons claiming un- 
der them ;" 


yet complainant well knows that Lippincott was only 
a trustee, and that he was acting as such trustee only 
in the interest of the North American Company and its 
successors, and could only be entitled to receive the 
stock by virtue of a direction to that effect by the 
North American Company, and as the nominee and 
representative of the North American Company, and 
hence would be a person “ claiming under them”, that 
is, under “the North American Company or its 
receiver.” 

Delivery was to be made by the terms of the agree- 
ment “to the party of the first part [the North 
American Company] or to Jesse H. Lippincott, Trustee, 
or his successor, as the party of the first part (the North 
American Company] may direct” (15th Paragraph of 
Agreement, R., pp. 952-954). 

That the stock was to be owned vy the North 
American Company and not by Lippincott ap- 
pears from many sources. In the original Haines 
agreement (Complainant's Exhibit, R., pp. 920-922) it 
is plainly seen that the extended licenses were to be 
granted by the North American Company, and that as 
consideration therefor the North American Company 
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was to receive $250,000 of the capital stock of a com- 

pany thereafter to be formed, and it was equally the 

purport of the agreement of the Metropolitan Com- 3 

pany (C. R. Exhibits, pp. 952-954) that $250,000 of its 

capital stock was to be given to the North American 

Company for the license extension therein contem- 

plated. 

4 Nor, in this particular, were Sections 15 of the 
original agreements abrogated or superseded by the 
extension agreements, as the latter were finally 
adopted, as appears from the fact that they are therein 
reproduced as parts of such extensions (C. R. Exhibits, 

R., pp. 926-28, 957-59). 

It is not difficult to see in what capacity Lippincott 
here appears, or that he was but the agent of the 
North American Company. But if such a doubt there 
were, it would only be necessary to look to Section 10 - 
of the suspension agreement, whose date of July 1, 
1893, was more then two years subsequent to Lippin- 
cott’s death (C. R. Exhibits, p. 745) : 


“Tenra. It is further understood and agreed 
that this agreement shall in no way operate as a 
release by the party of the first part |the North i 
American Phonograph Company] to any of its H 
rights with respect to the stock of the party of the H 
second part [the New York Phonograph Company], | 
which is provided to be hereafter deliv- 
ered to the party of the first part, or to 
Jesse H. Lippincott, Trustee, or his suc- 
cessor, as the party of the first part 
may direct; or to the benefits arising from 
said stock from the time of its delivery ” (Black 
type ours). 





whom the stock was deliverable does not comport with 
its avidity in finding that the National Company is the 
i successor of the North American Company, or in its 


Truly, complainant's difficulty iu understanding to 
. failure to understand that the stock should belong to 
| 
| 
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the National Company if the latter is, as it says, the 
North American Company's successor. 

Complainant might as well deny knowledge of the 
fact that its licenses were bought or to be bought from 
the North American Company. Only the North 
American Company had such licenses to sell ; and here 
they are, originals and extensions, duly executed by 
the North American Company as grantor; yet these € 
facts mean nothing to complainants while they are ex- 
plaining that the stop notices were only intended as a 
caution to the “Trust Company against a violation of 
its written duty.” 

“ The letters,” they say, “ merely notified the Trust 
Company not to deliver the stock to the North American 
Phonograph Company or its receiver or to any person or 
persons claiming ruler them” ; but why cannot com- 
plainants understand that, under this view of the stop 
notices, delivery to Lippincott would have been equally 
forbidden? Obviously Lippincott, as trustee could 
only have claimed the stock as agent either of the North 
American Company or of its Receiver. But we find 
nothing in the stop notices that would have authorized 
the Trust Company to deliver the stock to Lippincott ; 
on the contrary, the stop notices precluded delivery to 
Lippincott, who could claim only under the North 
American Company, no less than to the North Ameri- 
can Company itself. 

Granting to complainants the largest license for the 
making of erroneous statements and the presenting of 
astute arguments, it is a severe tax upon our credulity 
to suppose that such an argument has been seriously 
advanced. But to say that the stop notices to the 
trust company were but a warning 


“ against a violation of its written duty,” 


is no more irrational than is complaivant’s preceding 
suggestion (its Brief, p. 273) that the extension agree- 
ments and the stock were deposited with the trust N 
company, not in escrow, as the trust company supposed, 
but for such protection as would be required to pro- 
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says, the vide against the dangers of fire, burglaries or vermin 
¥ (Complainant's Brief, p. 273) : 
pe of the i : 
ght from ? ‘ ue Tt [the extension agreement] probably was 
1e’ North deposited with the Trust Company, with the stock, 
and here as a convenient place for its preservation.” * * * 
cuted by ‘ 
ret these ¢ COMPLAINANT’S ASSERTION THAT, AT 
y are ex- ARGUMENT, DEFENDANT'S COUNSEL 
nied as a CONCEDED THAT DYER WAS MISTAKEN. 
lation of "4 
Mr. Dyer has testified that he believes he met a 
the Trust committee representing the New York Phonograph 
American : Company in 1896; but complainants deny that they 
person or : . met Mr. Dyer before the spring of 1898. Possibly 
not com- Mr. Dyer has confused the 1896 negotiations, which 
the stop were chiefly with a Mr. Pincoffs, with the 1898 com- 
n equally mittee ; but we believe not. It would suit the pur- 
ee could poses of the defense to know that Dyer did not see 
the North the committee until 1898; but, believing as we do | 
: we find that there was some such interview, we have not “con- j 
ithorized ceded that Mr. Dyer was mistaken.” j 
»pincott ; In complainant's brief (p. 157), it is said : | 
alivery to | 
te. North “ Upon the oral argument, before the court be- | 
h Ameri- low, defendant’s counsel conceded that Mr. Dyer 
was mistaken.” 
3e for the 3 ? 
enting of Whether Mr. Dyer was or was not mistaken, defend- 
credulity * ant’s counsel, at argument, made no such concession. 
seriously Defendant's position upon this subject has remained 
2s to the > throughout this litigation precisely as it is stated in 
their brief (pp. 192-197 ; see, also, brief below to same 
effect, pp. 44-46). 
is 2 THE CRITICISM THAT PINCOFFS WAS 
oreceding NOT CALLED TO CORROBORATE DYER. 
om agree- 
the trust \ Defendants are criticised because Pincoffs was not 
upposed, called to corroborate Dyer respecting the negotiations 
to pro- of 1896 (Appellee’s Brief, p. 157), and particularly the 
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latter's assertion (Defendant's Brief, pp. 190-95), that 
complainant wi-hed to sell its alleged rights to the 
National Company, but did not wish to resume the 
phonograph business. 

Defendants might have called Mr. Pincoffs ; but, 
being under an order of the Court requiring the early 
closing of their proofs, they were much embarrassed 
for time for the taking of such proofs as were thought . 
to be indispensable ; but, aside from this considera- 
tion, defendants were reluctant to call Pincoffs to 
testify against -his former clients. Moreover, Dyer's 
testimony had clearly put the burden of proof upon 
complainants. When Mr. Dyer had given his recol- 
lections of the 1896 negotiations, his statements be- 
came conclusive in the absence of Pincoffs to contra- 

: dict them. We may add, however, that if we had ap- 

4 preciated the importance that this branch of the case 

4 was to assume, and that complainants would not call 

3 upon him, with our apologies to him, Mr. Pincoffs 

would have been culled as defendant's witness. 

Obviously, it is nothing against our position that 

. 3 Pincoffs was not called by us, while it is of the utmost 

; importance to the defense that complainant would not 

call him, for the omission can only be interpreted to 

mean that his testimony would have corroborated that 
of Dyer. 


%e 


THE DEFENSE THAT RESCISSION BY 
REASON OF THE STOP-NOTICE LETTERS 
IS NEITHER PROVED NOR PLEADED. 


In appellee’s brief, page 218, appears the following 
caption : 


“ The defense that the letters of October 3, 1894, 
rescinded the agreements extending the licenses. The 
defense is neither proved nor pleaded.” 


The stop-notice letters which were duly offered in a 
evidence—without objection by complainant—are 
ample proof, not only of rescission, but of such other 
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ceiver or defenses as may be attributed to the withholding of 
sr. them. complainant’s stock. | 
ald have The objection that the defense is not pleaded is i 
st Com- ? es highly technical and at this stage of the pleadings 4 } 
ne other cannot for the first time be urged. But the objection i 
x. The _ that the defense has not been pleaded is wholly un- ' 
st Com- founded. 
aie ra “ In the bill of complaint (R., p. 5, paragraph 3; R., | 
pp. 7, 8, paragraph 6), it was alleged’that, prior to the H 
Id have expiration of the five-year licenses, extensions thereof j 
ppincott were granted to complainant under the provisions of ¥ | 


the original agreements of October’ 12, 1888, and Feb- | 
ruary 6, 1889. And in defendant's answer, in reply to i 
ypany or such allegations, it was denied (R., p. 1332) : { 
ning un- (1) That complainant's license had 
; “continued to be in force since the sale of the 
assets of the said North American Phonograph 


monly ? Company by the said receiver ;” 

itee only F 

y and its” and (R., p. 1333) that complainant had complied with 

‘eive the the terms, requirements and conditions of such con- 

by the tracts; and 

inge and (2) it was alleged in the answer (R., pp. 1338, 1339), 

any, and that complainant had entirely abandoned and relin- 

no”, that quished any alleged rights which it or its predecessors 

‘or its ever had under its alleged contracts, and that said 
contracts had been rescinded and abroguted ; and 

@ agree- (3) defendant, without admittiug that the North 

e North American Phonograph Company had entered into cer- i 

Trustee, tain license agreements with the Metropolitan Phono- i 

he North graph Company and John P. Haines, dated, respec- 

raph of ' ' tively, October 12, 1888, and February 6, 1889, or that 
extensions thereof had been granted to complainant by 

® North the North Americar Phonograph Company, complain- 

zott ap- ant was left to make such proof thereof as it might be 

Haines 7 t advised was material (R., pp. 1334-36). 

1-922) it Under the circumstances of the case, however, the 

e to be . defense of rescission might be availed of by defendant 

I that as in the absence of all pleadings in that behalf. 

Jompany = & Pe In attempting to prove ownership of the alleged ex- 


tension licenses, complainant offered in evidence the 
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aforesaid original and extension contracts (Exhibits 
47, 51, R., pp. 907-933, 938-966), and for proof of such 
ownership compiainant has chiefly relied upon these 
exhibits; and in making such proofs complainant has 
enlarged upon the enormous consideration of five hun- 
dred thousand dollars of its capital stock which it pro- 
fesses to have paid for such extensions. 
Thus, in appellee's brief (p. 80), it is said : 


“ For these rights, complainant's predecessors 
paid under the contract of February 6, 1889, the 
sum of $125,000 in cash (p. 909, fol. 703) and 
$250,000 in full paid capital stock (p. 921, fol. 739), 
and under the contract of October 12, 1888, the 
further sum of $100,000 in cash (p. 940, fol. 787) 
and $250,000 full paid capital stock (p. 952, fol. 
834).” 


Again it is-said (pp. 87-88, Appellee’s Brief) : 


“For the rights purchased by complainant 
through its predecessors the immense sum of 
$725,000 was paid ; 5,000 in cash and $500,000 
full paid capital stock: 







Obviously, complainant's assertion that $500,000 of 
its full-paid capital stock had been paid for or on ac- 
count of the extension licenses made competent de- 
fendant’s showing that there had been a total fail- 
ure of consideration, that such stock had been withheld 
from delivery, and that, as a legal consequence, the 
contracts under which complainant was to have ac- 
quired such extensions had been abandoned and re- 
scinded by such withholding—and this whether such 
defenses had or had not been pleaded. 

It is a general rule that one party may offer evidence 
to contradict that of the other party, even if the testi- 
mony of both were irrelevant under the pleadings. 

In Glover vs. Chase, 11 F. R., 375, the defendant, 
Chase, having contracted with the complainant, Glover, 
for the purchase of a certain tract of land, deposited 
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his note for $1,000 with one Folsom, to be delivered to 
the complainaut Glover upon the latter's execution to 
him, Chase, of a deed for the premises in question. A 
deed was execnted and deposited with Folsom, but not 
for the premises specified in the contract. Upon ma- 
turity of the note, suit was brought for its collection, 
but defendant in its proofs denied execntion and de- 
livery of the note and alleged that the plaintiff was not, 
and never had been, its owner. Upon this state of 
facts the Court said (p. 377) : 





“It is urged that the defendant, to 
avail himself of the defence that the 
note was not delivered, because the condi- 
tions of the agreement were not completed, 
should have so pleaded, and under his answer 
er, as cited above, cannot avail himself of such de- 
fense. This may be true as « general rule, but in 
this case the plaintiff, to sustain his right 
to recover, showed the note in the ac- 
tual possession of a stranger to the con- 
troversy, and to account for such pos- 
session was compelled to prove how he 
obtained it. This opened the whole 
transaction, and the defence that there 
was no consideration and no delivery of 
the note to the plaintiff, for the reason that 
the condition of the contract had not been com- 
pleted, was properly urged by the defendant, and 
the contract itself was competent evidence.” 
(Black type ours.) 


In Lincoln vs. Hinchman (Appellant's Brief, p. 113) 
Justice Marruews said of the demand for the return of 
Lincoln's securities : 


“ Tt was a distinct rescission of the contract of 
sale,” 


although, obviously, there had been no pleadings to 
that effect. Nor was there other proof of rescission 
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than that Lincoln had demanded the return of his 
securities. . 

The stop-notice letters prohibiting the depositary, 
the Central Trust Company, from delivering said stock 
were ample proof of rescission, and these were pro- 
duced through the trust officer, Mr. F, C. Randall, of 
said company (R., pp. 1431-1442, 1485). See, also, 
the deposition of John P. Haines (R., p. 1486) and P : 
that of John B. Upham (R., pp. 1482-1485). 

That the stop-notice letters and other correspond- 
ence -in that connection were duly proved cannot be 
doubted. In the examination of witnesses to prove 
the relationship between such letters and the extension 
licenses, practically-uo objection, or none that could 
be effective, was presented. Complainant's counsel 
did object to the introduction of the letter of Juue 18, 

1903 (R., p. 1437), 


“upon the ground that it does not appear that j 
William Fahnestock, treasurer, was authorized to 
write or deliver the letter to the Central Trust | 
Company, or to take any action in regard to the | 
subject matter of the letter.” | | 

| 


But this objection can have no force since Fahne- | 
stock was the treasurer of the New York Phono- 
graph Company and was acting under the imme- 
diate direction of its board of directors. The letter 
of October 3, 1894, was “objected to as immaterial . 
and irrelevant” by complainant’s counsel, but, in 
what respect tle stop notice was regarded as “imma- 
terial and irrelevant,” we are not informed, nor is it 
apparent upon the face of the proceedings why the 
+ letter should not have been offered. But even if these 
letters were not material or relevant, they not having 
been specifically objected to in the lower Court, cannot 
now be objected to for the first time in the Appellate 
Court : 

















Camden vs. Doremus, 3 How., 515, 530. 

Burton vs. Driggs, 20 Wall., 125. 

United States vs. Shapleigh, 54 F. R., 126 
(C. C. A., 8th Circuit). 
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Walsh vs. Colclough, 56 F. R., 781 (C. C. 


ofthis | A., 7th Circuit). 
St. Louis S. W. Ry. Co. vs. Hensen, 58 F. 
sitary, oe R., 531 (C. C. A, Sth Circuit). 
stock P We a Tabor vs. Commercial National Bank, 62 
» pro- { F. Ri, 383, 387 (C. C, A., 8th Circuit). 
all, of Franklin Sugar-Refining Co. vs. Fuaoch 
I et al. 73 B. R., 844, 846 (C. C. A, 8d 
Ls ik, 2 Circuit). 
jand a] % Sigafus vs. Porter ef al., 84 F. R., 430 (C. 
C. A., 2d Circuit). 
pond- - 
not be ‘ In Sigafus vs. Porter, supra, Judge Lacomse said of 
prove j such objections : : 
onsion ! 
could “The stock objection, ‘incompetent, irrelevant 
yunsel | and immaterial, covers a multitude of sins. 
ne 18, ! There is hardly an objectionable question but 
{ > what can be classified nnder one or other of these 
heads. * * * Certainly itis not fair to allow 
> that such a general dragnet as ‘ incompetent, irrelevant ! 
zed to and immaterial’ to be cast over every bit of evi- | 
Trust dence in the case which counsel would like to keep ; 
o the H out, and then to permit counsel, upon careful 
analysis of the printed narrative of the trial, to | 
formulate some specification of error not thought 
‘ahne- of at the time, and which, if seasonably called to 
‘hono- , the court's attention, might have been avoided or 
imme- corrected.” | 
letter 
\terial . Complainants, however, in the case at bar have never 
ut, in formulated a specification of error respecting the in- 
imma~ | troduction of the stop notice letters. 
r is it . * Obviously the stop notice letters are in evidence, 
y the | and without objection, and are to be accepted for what 
these they were produced to prove ; namely, that the $500,- . 
laving ‘ 000 worth of stock was never delivered in exchange 
‘annot 4 2 for the licenses under which complainant now claims. 
rellate © But if specific pleadings, in the circumstances of the 


case, were a prerequisite to such a defense, such an 
objection could not for the first time be raised on 
3 ‘ appeal. 





Smith & Davis Manufg. Co. vs. Mellon, 
58 F. R., 705 (C. C. A.). 
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Boston & A. R. Co. vs. O'Reilly, 158 U. S., 
334. 

Morrow Shoe Manufacturing Co. New 
England Shoe Co., 57 F. R., 685 (C. C. A.). 

Herrick vs. Tripp Giant Leveller Co., 50. 
F. R., 80 (C. C. A.) 

Wasatch Min. Co. vs. Crescent Min. Co., 
148 U. S., 293. 

Loewer vs. Harris, 57 F. R., 368 (C. C. A.). 





The defense of rescission arising from the withbold- 
ing of complainant's stock was raised and exhaustively 
considered in the lower Court, both in our brief and at 
argument, but iu no instance, until now, has it been 
objected that the defense was not properly pleaded. 

Aside from and beyond the pleadings, the burden 
was upon complainant to show that there was an en- 
forceable contract, or there could have been no cause 
of action. 


THIS SUIT CANNOT BE SUSTAINED AS 
A SUIT TO ENJOIN BREACH OF COV- 
ENANT. THERE IS NO EXPRESS COV- 
ENANT IN THE CONTRACTS BETWEEN 
THE NORTH AMERICAN COMPANY AND 
THE METROPOLITAN COMPANY AND 
HAINES TO REFRAIN FROM MANUFAC- 
TURING OR SELLING PHONOGRAPHS OR 
PHONOGRAPHIC APPLIANCES WITHIN 
THE TERRITORY COVERED BY THE 

- LICENSES, AND NO COVENANT CAN BE , 
IMPLIED. 


Paragraph “First” of the agreement contains a 
covenant reading as follows : 


“ And the party of the first part hereby cove- 
nants and agrees that it will gran¢ no other similar 
rights, or any other rights, for the use of the 
Phonograph or Phonograph-Graphophone or 
Phonographic-Graphophonie appliances for the 
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58 U.S., foregoing territory, or any part thereof, while 
this agreement shall remain in force.” 

vs. New 

C.C. A.). There is no proof or claim that this particular cov- 

rGo., 50 evant bas been violated. There has been no “ grant” 

of any “rights” for the foregoing territory, within 


” 
a‘ 


ep the language or meaning of this covenant. Sales by 
JEG. As). - % the grantor himself, or by his representatives, are in 
no sense “grants” of territorial “rights” to other 
rithbold- parties. 
austively This is the only express covenant contained in the 
ef and at liceuse agreement, and under the authorities no cove- 
3 it been nant can be implied. 
uded, As this suit is a suit to enforce a contract, by way 
» burden of injunction, and not a suit for infringement, it fol- 
3 an en- lows that no relief could have been granted against the 
no cause North American Company under the contract, nor can 
any relief be granted against this defendent under the , 
contract (even if this defendant be regarded as the 
[ED AS successor in interest of the North American Company) 
7 COV- for the reason that there is no express negative cove- 
$3 CcOV- nant contained in the contracts sued upon, nor can any 
‘WEEN such negative covenant beimplied. The mere granting 
Y AND of an exclusive license does not imply any covevant on 
: the part of the licensor not to interfere with the rights 
‘AND of the licensee. If the licensor does so interfere, the 
TUFAC- remedy of the licensee is by a bill to restrain infringe- 
"HS OR ment of the patent and not by a bill to restrain viola- 
rITHIN tion of the contract. 
THE : This proposition was held by Judge Coxe in the case 
AN BE of Westinghouse Company vs. General Electric Com- 
Y ° pany, 94 Fed. Rep., p. 381. It is supported also by 
the following authorities : | 
. Where there is no covenant but merely a restriction i 
ntains a Sane . * « 
or reservation in the license, the licensor’s remedy is | 
s : solely for infringement. In such cases the licensee is | 
by cove- . mere fort feasor and must be sued as such. In the 
xr similar Magic Rufle case the complainants had licensed the 
se of the ; defendants to make and sell a double rufile and the de- 
hone or 4 fendants } 
for the “ expressly agree that they will manufacture and i 


sell only the said double ruffle, and that the said 


} 
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double rufile shall not be divided by the said party 
of the secoud part.” 


The bill alleges that after the agreement the defend- 
ants made ard sold single ruffles in violation of the 
agreement, and prayed for disclosure and accounting 
and also for damages. JupGe SHipMman said : 


“ By the agreement the defendants were licensed 
to manufacture and sell the double ruffle only. If 
they manufactured and sold any other ruffle which 
was protected by either of the patents, they be- 

= came, as to such rufile so improperly manufactured, 
infringers, and the Complainants could resort to 
an action at law or in equity to obtain redress for 
this violation of their exclusive patent rights. If 
the licensee ‘ uses the patented invention beyond 
the limits of the license or grant or in a way not 
authorized by the license or grant, then there has 
been a violation of a right secured to the patentee 
under a law of the United States, giving to him 
the exclusive right to use the thing patented, al- 
though such licensee performs according to their 
terms all the covenauts entered into by him.’” 
Goodyear vs. India Rubber Co., Fed. Cas., 
5586 ; Wood vs. Wells, Zd., 17,967. 


“ And if the licensees have also expressly cove- 
a nanted in their agreement of license that they will 
do or will not do a particular act, or will not use 
the invention for a particular purpose, « violation 
of such covenant is also.a breach of contract not 
arising under the laws of the United States, but 
for which remedy may be sought in the Cireuit 
Courts of the United States, provided the citizen- 
ship of the parties gives jurisdiction to such 
Court. In this case it was competent 
for the complainants to take either one of 
the two remedies for the alleged injury 
which has been mentioned. They could 
bring a bill alleging an injury to their exclusive 
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rights under the laws of the United States, or, as 
the residence of the parties gave this Court juris- 
diction, could bring a proper suit setting up the 
breach of the contract as the gravamen of their 
action.” 


So, in Goodyear vs. Union India Rubber Company, 4 


Blatch., 63, the Court says : 


* There can be no violation of any right secured 
to a patentee under a law of the United States 
giving to him the exclusive right to use the thing 
patented, provided such thing patented is used by 
a licensee under a license or grant made by the 
patentee upon such licensee's entering into q cove- 
nant that he will do certain things so long as the 
license or grant remains in full force. If such 
licensee uses the patented invention beyond the 
limits of the license or grant in a way not author- 
ized by the license or grant, then there has been 
a violation of a right secured to the patentee un- 
der a law of the United States, giving to him the 
exelusive right to use the thing patented, although 
such licensee performs according to their terms, 
all the covenants entered into by him. * * * 
If in the use of the thing granted the licensee does 
not perform his covenants, although there is by 
such non-performance a violation of the rights of 
the patentee, such violation is not a violation of 
the rights of the patentee as secured by the law 
or the United States, but @ violation of his rights 
as secured by the covenants. He has by 
the license or grant parted with a portion 
of that which was secured to him by 

. the laws of the United States, and has in lieu 
thereof taken a right secured by a covenant.” 


In Pope Manufacturing Company vs. Owsley, 27 Fed. 


Rep., 100, defendant had a license to make bicycles, 
having wooden wheels not greater than 50 inches in 
diameter, and defendants further agreed that they 


4 
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would not make or sell any bicycles other than those 
having wooden wheels and not of greater diameter than 
50 inches. This suit was upon the license, seeking to 
enforce its terms. Broncert, J., held, at pagé 104 : 


“ When defendants made machines not in con- 
formity to the licenses, they violated not only 
their express covenant not to do so, but also the 
complainant's patent, or some of them, covering 
such machines.” 


In Goodyear vs. Congress Rubber Co., 3 Blatcht., 449; 
there was an express covenant by the licensee. 

All the cases which have granted an injunction against 
a licensee in a suit to enforce the contract and on the 
general equity side of the Court, are cases where there 
was an express covenant not to manufacture or sell iu 
any other way than as granted by the license. On 
the other hand, it has frequently been held that in the 
absence of such covenants the remedy of the licensor is 
confined to his suit to restrain infringement or for dam- 
ages for infringement. Thus, in Wood vs. Wells, 6 
Fisher's Patent Cases, 382, Wooprurr, J., says : 


“ On the other hand, the license grants to the 
defendants the right to attach the invention to 
landau carriages, but does not grant the right to 
deal in the fixtures as articles of merchandise. 
As to these the defendants stand in the same situ- 
ation as persons having no license. If they sell, 
they sell in violation of the patent, but not in breach 
of any condition of the license. They stand as any 
other person does who violates the patent without 
authority.” 


So in Covell vs. Bostwick, 39 Fed. Rep., 421, it 
appeared that the licensee acquired the right to 
use certain inventions in manufacturing cans, and 
agreed to pay certain royalties thereon. The licen- 
see was granted the right to use certain other 
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inventious as to which there was no stipulation on 
his part to pay royalty, but only in connection 
with the manufacture of the cans on which he was 
to pay royalty. He made certain cans withont em- 
bodying in them any of the inventions for which he 
was to pay royalty, but used in the manufacture of 
those cans certain of the other inventions of the plaint- 
iff which he was licensed to use only in connection with 
the cans on which he paid royalty. The Court says 

(p. 427): 

7 “In using these other inventions about these 
cans he took them beyond where be had any right 
to take them. He thereby became a fort Feasor, 
and. liable as such only, and not upon the contract.” 

See, also, o 
Steam Cutter vs. Sheldon, 10 Blatch., 1. 
aah ina Alfy. Co. vs. Gill, 32 Fed. Rep., 


Willis vs. AMeCullen, 29 Fed, Rep., 641. 


A license agreement is in the nature of a grant ofa 
property right. 


“ A license to use an invention comprised in a 
patent is in fact a grant of a right by the patentee 
to the licensee.” F 

Hindmarch on Patents, 239, 


A licetisee is treated by the courts as having a legal 
status analogous to that of a lesses of real or personal 
property. Thus he is held estopped from denying the 
title of his licensor in like manner as a lessee is estopped 
from denying the title of his lessor so long as he re- 
mains in possession aud so long as the title of his 
licensor or his lessor is not set aside by a judgment of 
eviction. In like manner the courts have uniformly 
held that a condition forfeiting the license for non- 
payment of royalties or for breach of agreement will 
not be read into the license until clearly expressed. 
This is also in analogy to the cases on the rights of a 
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a lessee (see Wood vs. Wells, 6 Fisher’s patent Cases, 
382; Washburn & Moen Mfy. Co. vs. Wilson, 19 Fed. 
Rep., 233). 
Similarly, a covenant will not be read into a license , fi 
agreement unless expressed, any more than it will be 
read into a lease. 
Even as against the patentee the law will not import 
into the agreement of license a covenant not expressed . 
in the agreement. 
Thus, in the absence of express covenant by the 
patentee, the words “ give and grant” will not import a 
covenant that he had good right to graut the privilege, 
“for it is laid down in our law books that the law will 
3 not create a covenant respecting a personal thing. 
a * * * Therefore, in all cases in which a licensee 
"intends to have the benefit of covenants by the patentee 
for his title to grant the license, care should be taken 
to insert express covenants to the effect intended by 
the parties.” 
Hindmarch on Patents, 243. ‘ 


In a grant of property there may be a reservation of 
certain property from the property granted, or there 
may be a covenant on the part of the grantee imposing 
certain restrictions upon the grantee by way of express 
agreement, or there may be a condition binding the 
grantee, for non-performance of which condition a for- 
feiture may be enforced. These three things, however, 
are quite distinct the one from the other. In the case 
at bar the license agreement covtuins no express con- 
dition, nor does it contain any express covenant bind- 
ing the licensee. There is a mere reservation in the 
grant. In other words, the licensee acquired certain 
restricted property rights under the agreement. 


“ Licenses are sometimes granted generally, and 
therefore include a right to use every part of the 
patent privilege, but they are frequently granted 
‘ina restricted form. * * * So it may extend 
over all parts of the realm compiised in the patent, UY 
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or it may be restricted to some particular district 


or districts.” 
Hindmarch on Patents, 239. 


As a general rule applicable to all contracts, a court 
of equity will refuse to enforce a contract by way of 
injunction, in the absence of an express negative cove- 
nant. This has been held even in cases where there 
was an affirmative covenant. The Court may or may 
not enforce the affirmative covenant by a suit for 
specific performance, aceording to the uature of the 
case, but it will not enforce by injunction unless there 
is an express negative covenant. 

Whitwood Chemical Co. vs. Hardman, L. R., 
1891, 2 Ch. Div., 416. 

Davis vs. Foreman, L, R., 1894, 3 Ch. Div., 
654. 


The following authorities are conclusive to the effect 
that “ a covenant cannot be implied in the absence of 
language tending to a conclusion that the covenant 
sought to be set up was intended” (Headnote Hud- 
son Canal Company vs. Pennsylvania Coal Company, 
infra). This rule of law is particularly applicable in 
case the contract was on its face intelligently drawn or 
if it appears from the instrument that the attention of 
the parties was directed to the subject matter with re- 
spect to which the covenant is sought to be implied. 

This is the rule even in cases in which it would 
seera to have been impossible for the parties to have 
made the contract except with the understanding that 
the party sought to be held had intended to bind 
itself to do or not to do the thing as to which the 
plaintiff averred that a covenant to do it or not to do 
it was to be implied. 


* Hudson Canal Company vs. Pennsylvania Coal Co., 8 


Wallace, 276 : 

The defendant, desiring to induce the plaintiff to 
add to the defendant’s facilities for shipping coal, en- 
tered into an agreement by the terms of which the 
plaintiff agreed to afford to the defendant such facili- 
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ties, and the defendant, “with a view to the trans- 
portation of coal on the canal of the” plaintiff, agreed 
to use its influence “to cause the speedy construction 
of a railroad from its coal land to the canal.” 

The defendant built the railroad and the Canal 
Company enlarged its canal “so as to be sufficient 

. for the transportation of all the coals which 
the Coal Company could mine,” and transported coal 
for the defendant at reduced rates according to the 
contract. : 

It seems clear that the plaintiff in this case had 
every reason to believe that, if it would enlarge its fa- 
cilities so as to accommodate the defendant's coal, the 
defendant would ship its coal over the plaintiff's canal. 

This is particularly clear in view of the fact that, 
when the contract was made, the canal was the only 
transportation agent accessible to the defendant. 

Subsequently a competing line came_to the coal 
lands of the defendant and it shipped its coal over the 
competing line. The plaintiff brought a suit averring 
that although “ there was no express covenant by the 
Coal Company to transport even a pound of coal by 
the canal ” there was by the contract “ imposed upon 

, the Coal Company, iu consideration of the obligatious 
of the Canal Company, a correlative obligation on the 
Coal Company to send its coal by the canal alone, 
and that the obligation of the Coal Company 
in this respect was so plainly to be per- 
ceived in the contract: that the Court would enforce 
it as an implied covenant and as fully as though it 
were expresse:| in words.” 

The case was thoroughly argued. 

It is to be observed (p. 288) that the pleadings were 
in such shape that the only question was whether or 
not “ the declaration alleges a good cause of action,” 
which question turned upon the construction to be 
given to the agreement. 

The Supreme Court decided that there was no ex- 
press covenant in the agreement and that no covenant 
could be implied. It pointed ont (p. 288) that while a 
“necessary implication” is as much a part of an in- 
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strument as if that which is implied was plainly ex- 
pressed, “ omissions or defects in written instruments 
cannot be supplied by virtue of that rule unless the 
implication results from the language employed in the 
instrument, or is indispensable to carry the intention 
of the parties into effect.” 

It then cites, as instances, where a covenant can be 
applied : 

Ist. “Where the act to be done by one of the 
contracting parties can only be done upon something 
of a corresponding character being done by the oppo- 
site party,” in which case an obligation will be implied 
ou the part of the one who is to act first, to do what is 
necessary to enable the other party to carry out his 
express covenant. 

2d. If one contracts to buy an estate of another, the 
law implies a corresponding obligation on the part of 
the other, to sell. 

3d. If one engages to work and render services for 
another which require great outlays of money, time 
and trouble, and he is only to be paid according to the 
work he performs, “ the contract necessarily implies 
an obligation on the part of the employer to supply 
the work.” 

4th. If one contracts to manufacture a particular 
article, the law implies an obligation on the part of the 
other party to take it when completed according to the 
contract. 

The Court then refers to the power of Courts to con- 
strue instruments so as to find out “ the intention ” of the 
parties and proceeds to hold that in the absence of an 
express covenant no such intention would be implied as 
that for which the plaintiff contended, and that there- 
fore the plaintiff had no case. 


Hale vs. Finch, 104 U. S., 261: 

In this case the plaintiff had sold to the defendant a 
steambuat by a bill of sale, which stated that “it is 
understood and agreed that this sale is upon this ex- 
press condition that said steamboat or vessel is not 
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within ten years from the Ist day of May, 1867, to be 
ron” on certain waters. 

Sone of the plaintiff's predecessors in the title were 
at that time under a stringent express covenant that . 
the boat in question should not be run in those waters 
during that period. The defendant allowed the boat to 
be rnn in the prohibited waters. 

The Court, after passing upon certain ‘preliminary ai 
questions, states the issue as follows : 

“On the one side it was contended that the language 
of the bill of sale from Hale to Finch, if interpreted in 
the light of all the circumstances attending its execution, 
imports a covenant upon the part of the latter that he 
would not” use the boat as forbidden. “ If, however, 
the language properly interpreted imports only a con- 
dition, for breach of which the vendor has no remedy 
other then by suit to recover the property sold, then 
it is, as indeed it must be, conceded, that the judgment 
below is right.” . 

The Court points out that there was no express cov- 
enant on the part of the defendant not to use the boat 
in violation of the condition, and proceeds as follows 
(p. 268) : 





“ But if we omit all consideration of the cir- 
cumstances under which the bill of sale from Hale 
to Finch was executed, and look solely at the lan- 
guage employed in that instrument, there seems to 
be no ground upon which the claim of plaintiff 
ean stand. The words are precise and unambigu- 

‘ ous. No room is left for construction. It is un- 
doubtedly true, as argued by counsel, that neither 
express words of covenant, nor any particular 
technical words, nor any special form of words, is 
necessary in order to charge a party with cove- 
nant.” 4 


After a discussion of some of the authorities, the 
Court proceeded as follows (p. 269) : 


“But according to the authorities, including 
some of those above cited, and from the reason and 
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sense of the thing, a covenant will not arise unless 
it can be collected from the whole instrument that 
there was an agreement, or promise, or engage- 
ment, upon the part of the person sought to be 
charged, for the performance or non-performance 
of some act.” 

“There is, in terms, a covenant by Hale to 
Finch to defend the title to the bout and its machin- 
ery against all persons whomsoever. This is 
immediately followed by language implying an 
agreement that the sale was upon the express con- 
dition that neither the boat nor its machinery 
should be used within a prescribed time upon 
certain waters. Itis the case of a bare, naked 
condition, unaccompanied by words implying an 
agreement, engagement or promise by the vendee 
that he would personally perform, or become per- 
sonally responsible for its performance. The ven- 
dee took the property subject to the right which 
the law reserved to the vendor, of recovering it 
upon breach of the condition specified. The ven- 
dee was willing, as the words in their natural and 
ordinary sense indicate,-to risk the loss of the 
steamboat when such breach occurred, but not to 
incur the personal liability which would attach to 
a covenant or agreement upon his part, that he 
would not use, apd should not permit others to 
use, the boat or its machinery upon the waters 
and within the period named. If this be not 
so, then every condition in a deed or other instru- 
ment, however bald that instrument might be 
of language implying an agreement, could be 
turned, by mere construction and against the ap- 
parent intention of the parties, into a covenant 
involving personal responsibility. The vendor 
having expressly, and the vendee impliedly, 
agreed that the sale was upon an express condi- 
tion, stuted in such form as to preclude the idea 
of personal responsibility upon the part of the 
vendee, we should give effect to their intention 
thus distinctly declared.” 
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The last clause of the opinion of the Court is very 
significaut for the purposes of this case. As in Hale 
vs. Finch the vendee was, as the Court states, willing 
“to risk the loss of the steamer” if a breach of the 
condition occurred, but “not to incur the personal 
liability which attached to a covenant or agreement on 
his part” that he would comply with the condition, so 
here the parties to the “patent agreemeut” were 
willing, “as the words in their natural and ordinary 
sense indicate,” to “risk” the chances of patent liti- 
gation if they sold to their own territorial licensees, 
or in the territory of the territorial licensees of the 
other, “ but not to incur the personal liability which 
would attach to a covenant or agreement” that they 
would not make such sales. 
~ And, as the Supreme Court says, if in this case the 
Court can, “by mere construction,” transform pro- 
visions definitely and carefully adapted to prevent the 
parties and their customers from being exonerated 
from the danger of patent litigation in certain cases 
“into a covenant involving personal responsibility” 
there would be no limit to the extent to which agree- 
ments could be distorted ‘“‘by mere construction and 
against the apparent contention of the parties.” 





In Wolveridge vs. Steward, 1 Crompton & Meeson, 
644, the plaintitf, who was the holder of a lease of 
certain property, assigned this lease to the defendant, 
“subject, nevertheless, to the payment of the existing 
rent and to the performance of the covenarts and agree- 
ments reserved and contained in the said indenture of 
lease.” Defendant afterwards assigned the lease to a 
third party and ceased to occupy the premises, and his 
tenancy having ceased, the question was whether he 
was bound by any covenant contained in the assign- 
ment of the lease from the plaintiff to him to pay the 
rent. This was an action at law, and the assignment 
of the lease from plaintiff to defendant was set up in 
the declaration. The defendant set up by plea that he 
had assigned away the lease and had ceased to occupy 
the premises, to which plea there was a demurrer. 


* 
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The Court of Exchequer held that defendant was not 

bound by any covenant to pay the rent on appeal from 

the court of common pleas. Dernmay, C. J., in deliver- 
’ ing the opinion said (page 657) : 


“Tt is fully established that no precise form 
of words is necessary to constitute a covenant, 
= * Any words in a deed which show an agreement to 
do a thing make a covenant ;’ (a) but it must be 
clear that they are meant to operate as an agreement 
and not merely as words of condition or qualifica- 
tion. (b) Are then the words in question meant 
to be used as words of agreement between the as- 
signor and assignee, or words of qualification to 
modify and restrain the generality of the words 
which precede, and to express clearly the inten- 
tion of the assignor not to assign an absolute 
term, but a term subject to all the obligations 
towards the lessor to which it was originally 
liable?” 


He further said (p. 658) : 


“Tf the assignor really intended that the as- 
signee should covenant with Lim to pay the rent 
, and perform every covenant during the term, and 
thus become liable, not only for his own defaults 
but for those of all subsequent assignees, and the 
assignee really intended also to bind himself to that 
extent, isit not to be expected that they would 
have expressed themselves in distinct unambigu- 
ous language?” A 


Continuing, he said (p. 659) : 


“Tt was avery just remark made by the coun- 

4 sel for the plaintiff in error, that it is the duty of 
a party who intends to bind another by a covenant 

in a former formal instrument, to insert it in that 

instrument, in distinct and intelligible terms, by 

3 which the party to be bound cannot be deceived, 
and not to call upon the Court to infer such a 
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covenant from words which are at least equivocal, 
and which one party may never have meant to use 
in the sense ascribed to them by the other. For 
these reasons we think that the proper construc- 
tion of this indenture is that these are words of 
qualification, and not of contract; and, if the 
questions were entirely new, we should adopt that 
construction.” 


In Sear vs. House Property and Investment Society, 
L. R., 16 Ch. Div., 387, the defendants had leased 
certain property to the complainant in which lease the 
plaintiff covenanted that he would not carry on or 
suffer to be carried on any other business in or upon 
the premises than that of a grocer and tea dealer with- 
out the previous consent in writing of the defendants 
for that purpose first had and obtained, and that he 
should not assign or underlease the premises, or any 
part thereof, without like previous consent in writing, 
“but such consent not to be unreasonably withheld.” 
This was a Lill in equity stating that the defendants 
had uureasonably withheld the consent to an assigu- 
ment of the lease, and praying for an injunction 
against the defendants for withholding its consent, and 
‘an order on it to give such consent in accordance with 
the covenants, and to have such covenants specitically 
performed. The defendants demurred to the statement 
of claim as being “bad in ltw on the ground that it 
shewed no covenant or contract binding them to grant 
the license claimed by the plaintiff." Hatt, Vice- 
Chancellor, sustained the demurrer, saying (p. 391) : 


“ The question is one of construction of the lan- 
guage of the deed. Do the words contained in 
the clause, ‘ but such consent not to be unreasona- 
bly withheld,’ amount to a contract upon the part 
of the lessor that he will not unreasonably with- 
hold his consent, or do they merely amount to a 
qualification of the covenant in which they are 
found, and which was entered into by the lessee, 
so that if the consent be unreasonably withheld 
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the lessee assigning does not break his covenant ? 
If I were to decide the question quite irrespective | 
of authority, I should say that a fair reading of the 


4 covenant would be that the words referred to i 
. merely qualify the obligation contained in the 
qe . clause itself—that the lessee would not assign | 
without consent. The words are inserted in the | 
* lessee’s covenant, and they are put in the form | 


which looks more like a qualification than a con- 
tract, ‘but such consent not to be unreasonably 
withheld.’ If it were unreasonably withheld he 
would say: ‘Iam not under any obligation to 
perform the covenant.’” 


Warne vs. Routledge, 18 L. 2. Eq. Cas., 497. An 
authoress, Mrs. Cook entered into a verbal agreement 
with Warne, a publisher, that he should publish a 
work at his own expense and pay her a royalty on the 
copies sold. The work was published, but before all 
the copies were sold, Mrs. Cook had a disagreement 
with Warne, and she arranged with another pub- 
lisher, Routledge, to bring out a second edi- 
tion of the same work. The plaintiff filed a 
bill against the authoress, her husband and Routledge 
praying that it be declared that the anthoress had en- 
tered into an implied agreement with Warne not to 
publish a second edition anywhere, except with Warne, 
until all the copies of the first edition had been sold, 
and that Routledge be restrained from selling their 
edition until all the copies of the first edition had been “a 
sold. The case was heard on the pleadings and 
evidence. 

Jesse, M. R., said (p. 499) : 





7 “ This is a bill filed by some publishers against j 
oa some other publishers and Mrs. Cook and her hus- 
band, and it in effect seeks to restrain the lady 
* from publishing or allowing others to publish a 
work, the copyriglit in which is undoubtedly 
vested in her. Now, if there is anything to pre- 
vent her exercising her rights, it’ must be found 
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either in the bill or in the evidence, and I cannot 
find it anywhere. There is not, as far as I can 
see, a pretence for saying that she ever contracted 
not to publish the book, which is what I am 
asked to prevent her from doing. * * * (500) 
“The jurisdiction, if founded at all, must 
be founded upon contract and upon clear 
contract, because the court will not iuter- 
fere by injunction unless a clear contract is shown, 
Therefore, itis incumbent on the plaintiffs to 
shew a clear contract by some one not to publish 
this new edition of the work in question.” * * * 
“ The question is, what is the contract?” * * * 


- (502) * * * “the plaintiffs then want me to 


import something else, not only that the publish- 
ers should have a right to sell any copies they 
might have printed before the disagreement, but 
that the owner of the copyright should not have 
the right to publish at all so long as any copies 
remain unsold. I cannot find that in the agree- 
ment and it does not seem to be reasonable to im- 
port it, * * * ‘here is no reason why I 
should make persons take up a totally different 
position from that which they have agreed to take 
up, because it might be convenient to one of the 
parties after the termination of the arrangement. 
If you do want that protection for a term of 
years, or for a definite term, you must contract 
for it. Thatis all. But I cannot import such aterm 
into the contract. IfI did I should make part- 
nerships at will involve consequences that the 
partners never dreamt of.” * * * (503) * * * 
“Tn fact, I am asked to make an agreement for 
the parties and an agreement which I am satisfied 
was never contemplated on the part of the lady, 
and I very much doubt whether it was ever con- 
templated by the publishers” * * * as there 
is no such term in the contract, and I decline to 
infer one, the result is that there is no breach of 
contract of which the plaintiffs can complain, and 
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I cannot consequently this bill must be dismissed with | 
- ts I can costs.” 

ontracted. 
vat I am $ t Clarke vs. Price, 2 Wilson Ch., 159: Price entered 

* (500) into an agreement with Clarke, a publisher, wherein . 
Jl, must Price agreed to write reports of cases determined in 
on clear the Exchequer Court, and Clarke was to publish them. 
ot inter- 4 « Nothing was said about Price not writing for any one 

is shown. i else. Several volumes were thus printed, when Price 
intifis to entered into a contract with other persons (also de- 
> publish i fendants) to write new reports for them. Clarke filed 

iid a bill in equity and prayed that Price be specitically 

Ai aS ae decreed to perform the agreement, etc., and also prayed 
nt me to for an injunction to restiain Price from printing the 

publish- reports at any other place than that of Clarke. An 
pies they injunction having been obtained ex parte on the filing 
ment, but of the bill, a motion was now made to dissolve it. 

not have Lord Chancellor Expoy dissolved the injunction. In 

ny copies speaking of another case, where he had issued an in- | 
he agree- janction restraining the defendant from writing for | 
ble to im- any one else than the plaintiff, he said he had done so | 
u why I because in that case ‘‘ There was an express covenant on | 
* different > his part contained in the articles of partnerships” not 
al to take to write for any one else; but, in speaking of the case 
me of the then before him, Epon said : 
mgement. 

term of “ T cannot, as in the other case, say, that I will 

contract induce him to write for the plaintiffs, by prevent- 
ich aterm ing him from from writing for any other person, 
ake part- for that is not the nature of the agreoment.” 

that the - . 
) = & wy > 2 In Whitewood Chemicul Co. vs. Murdman, L. R., 2 

ement for Ch. Div., £16, 1891, defendant had contracted to enter 
1 Satisfied complainant's employ and “ to give the whole of his 

the lady, ¥ time to the company’s business.” Complainant brought 

ever con- * * this bill in equity to restrain him from setting up a { 
as there competing business, etc., which defendant admitted he 
decline to was intending to do. Kexewicn, J., granted the in- 

breach of 4 4 junction below, and defendant appealed to the Court 
lain, and of Appeals, which reversed the decision on the ground 
i 


that no injunction could be granted unless there was 
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some negative covenant in the contract upon which to 
found it. Lixptry, L. J., said (p. 426) : 


“ The first point to observe is that there is no 1 
negative covenant at all, in terms, contained in the 
agreement on which the plaintiffs are suing— 
that is to say, the parties have not ex- 
pressly stipulated that the defendant shall ; 
not. do .any particular thing. .The  agree- 
ment is wholly an affirmative agreement, and the 
substantial part of it is that’ the defendant bas 
agreed to give ‘the whole of his time’ to the { 
plaintiff company. That is important in this 
respect ; that it enables us to see more clearly 
than we otherwise might what the parties had in 
their contemplation; * * * it does not at all 
follow that, because a person has agreed to do a 
particular thing, he is, therefore, to be restrained 
from doing anything else which is inconsistent 
with it. The court has never gone that length, 
and I do not suppose tbat it ever will.” 


Treloar vs. Bigge, L. R., 9 Ex., 151 (1874): A lessee 
_covenanted with the lessor not to assign the demised 
premises without the consent in writing of the lessor, 
“such consent not being arbitrarily withheld.” The 
lessee claimed that the consent of the lessor had been 
arbitrarily withheld, and sued the lessor on the alleged 
covenant in the Jease. The lessor pleaded, denying the 
covenant and the breach. ; 

The court held that there was no covenant by the 
lessor, either express or implied, not to refuse his con- 
sent arbitrarily, the court saying (154) : 


“ Two questions arise in this case, the first be- 
ing whether certain words introduced in the clause = 
prohibiting assignment, and whereby the plaintiff 
covenants not to assign without license in writing, 
amount to an absolute covenant on the part of the 
lessor not to withhold his consent arbitrarily. I 
am of opinion that they do not constitute a cove- 
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nant on which the lessee can sue, but are words, 


the only effect of which is to qualify the generality 


of the phrase into which they are introduced 
* * * the words must be so used as to shew an 
intention that there should be an agreement be- 
tween coyenantor and covenantee to do, or not to 
do, a particular thing. I cannot find any such in- 
tention here.” 


The Mutual Reserve Fund Life Association vs. The New 
York Life Insurance Company and Harvey, 75 
Law Times, N. 8., 528 (1896, Court of Ap- 
peals) : 

The defendant Harvey entered into a coutract of 
personal service with the plaintiff association for five 
years, and he made in it a stipulation to “ act exclus- 
ively for” his employers during the time. The 
plaintiff brings this bill for an injunction to 
restrain the defendants from breaking the 
above agreement und entering the employ of 
the defendant company. An interlocutory injunction 
having been refused on appeal to the Court of Appeals, 
it was held that the above stipulation to “act ex- 
clusively for” his employers did not, in the absence of 
a negative covenant, express or implied, which is suffi- 
ciently clear and definite, confer upon the employers 
a right to obtain an injunction against the employed 
to restrain him from entering into the employment of 
other persons. ‘The injunction was denied. 

Surra, L. J., said (p. 531) : 


“First of all, does the contract bind Mr. Harvey 
not to carry on insurance business with any other 
company at all? Certainly not. There is no 
covenant that he shall not do so, and I cannot read 
into the contract any such implied obligation to 
be inferred from the contract. * * * Now, as 
Ihave before observed, the authority has been 
cited in this court, of ‘The Whitwood Chemical Com- 
pany vs. Hardman (wi swp.), in which it was held— 
and I have, no doubt, rightly held —that where there 
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is a contract for a man to give his whole time to 
another, there is no negative implied covenant 
there that he will not act for another, Where a 
person has contracted to act exclusively for 
another, how can this court logically say, 
if the case of The Whitwood Chemical Company 
vs. Hardman (whi sup.) stands, which I apprehend 
is good law, that there is a negative covenant?” 


In Bruce vs. Fulton National Bank, 79 N. Y., 154, the 


head note is as follows . 


“From the words of an express covenant, an 
additional or correlative covenant may be implied, 
if the language used shows that. such covenant 
was intended ; but such implication cannot be per- 
mitted where it is apparent from the contract 
that the parties had the subject in mind, and 
either one has withheld a promise in regard to it. 

A lease under seal, drawn technically in form, 
and with obvious attention to details, contained 
various covenants, some binding the parties mu- 
tually, some the lessor only, others the lessee. It 
contained a covenant, on the part of the lessor, to 
the effect that if the lessee should pay the rents, 
and perform all the covenants on his part, that 
the lessor ‘shall and will at the eud or expiration 
of the term,’ grant to the lessee a new lease for a 
further term specified, at a rent to be adjusted by 
appraisers, but not less than that for the first 
term. In an action to compel the lessee to accept 
a new lease, held, that this was a covenant, on 
the part of the lessor ouly, from which no cov- 
enant, on the part of the lessee, to take a new 
lease, could be implied; and, that it was optional 
with him whether or not to take a new lease.” 

The Court said (p. 161): “The agreement be- 
fore us is very explicit. It was evidently prepared 
by a careful and experienced draughtsman. Its 
subject is not new, nor is its form singular or un- 
usual. It does not appear that anything was 
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omitted which either party intended to provide 
for; ‘itis drawn technically in form and with 
obvions attention to details,’ and in such a case ‘a 
covenant cannot be implied in the absence of 
language tending to a conclusion that the covenant 
sought to be set up was intended’ (Hudson Canal 
Company vs. Penn. Coal Co., 8 Wall., 276). This 
tule is cited with approbation by ALLEN, J., in the 
recent case of Booth vs. Cleveland Rolling Mill 
Co., 74.N. Y., 15, and it applies to and must con- 
trol the case beforeus * * * (p, 162). Itis 
very plain that here is a covenant by the lessor 
only, an agreement by her to give a new lease. 
There is none by the lessee to accept it. If we 
consider it in connection with the covenants which 
have preceded it, we see that it thus expresses the 
whole intention of the parties, for such is their 
language. It declares a covenant on the part of 
one to do an act. If it had been intended to bind 
both or to impose a correlative obligation on the 
other, we should expect a clear statement to the 
effect, not only that one would give, but that the 
other would take a lease or the use of words from 
which such an agreement must necessarily have 
been implied. * * * (p. 166). It is very 
probable that both parties contemplated that 
the bank would find it desirable and for 
its interest to continue business upon the 
demised premises for a term longer than that of 
the original lease, and if so, they would desire the 
right, or privilege, or option, of a renewal, but we 
can find no express covenant or anything from 
which a covenant can be implied that they would 
assume or accept a renewal of the lease.” 


In the case of Westinghouse Company vs. General 
Electric Company, 94 Fed. Rep., 381, it was held that 
a provision in a contract that it shall not be deemed to 
authorize either party to make sales of articles covered 
by patents owned by the other cavnot be construed as 
acovenant against the making of such sales so as to be 
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50 
the basis of a suit to enjoin, but leaves the parties as 
to such sales as they stood before the contract was 
made. The agreement in question was an agreement 
for cross-licenses between the two companies with cer- 
tain restrictions and reservations. The suit was brought 


to enjoin an alleged violation of the agreement. The , 


Court says, per, Coxe, J. (page 382) : 


“Tn making the sale prior to March 31, 1896, 
the defendant took the risk of an infringement 
suit; it takes the same risk now. The Court 
understands that the complainant does not pretend 
that the contract contains an express covenant not 
‘to sell, but it is argued that this agreement may 
be implied. * * * No rule of interpretation 
familiar to the Court will permit this to be done. 
There is a vast difference between a provision 
which declines to sanction av act and one which 
forbids it; the one is passive and inert ; the other 
active and enforcible.” 


IT IS CLAIMED BY THE APPELLEE 
THAT THE EXISTENCE AND VALIDITY 
OF THE EXTENDED LICENSES ARE ES- 
TABLISHED BY THE ORDER OF THE 


" COURT OF CHANCERY OF NEW JERSEY 


IN THE PROCEEDINGS TAKEN AGAINST 
THE RECEIVER OF THE NORTH AMERI- 
CAN COMPANY. THIS, HOWEVER, IS NOT 
CORRECT. THE PROCEEDINGS IN THE 
COURT OF CHANCERY WERE TAKEN UN- 
DER THE SUSPENSION AGREEMENT. 


Nobody disputes that under that agreement the 
rights of the parties were to be considered as in statu 
quo until its termination in 1895. If, at the termina- 
tion of the Suspension Agreement, the complainant 
had been in a position to insist upon the delivery of 
the extended licenses, the extension agreements would, 
doubtless, have then gone into force. 
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Intermediate, however, between the making of the 
Suspension Agreement and its expiration in 1895, the 
“stop notices” had been served by the complainant 
which rendered impossible the delivery of the stock to 
the person or persons to be designated by the North 
American Company and mae impossible the delivery 
of the extended licenses. Hence, the right to the de- 
livery of the extended licenses never accrued. 


“ A repudiation of a contract, amounting to a 
“breach, warrants the other party in going no 
“ further in performance on his side. vehm vs. 
“ Horst, 178 U. S.,1. But the same thing is true 
“ of an absolute repudiation not amounting to a 
“breach. Frost vs. Knight, L. R., 7 Ex., 111, 
“113; Phillpots vs. Evans, 5 M. & W., 475, 477; 
“ Ballou vs. Billigns, 136 Massachusetts, 307, 
“ 309.” : 

The Eliza Lines, 199 U. S., 128. 


“Where one party to an executory contract pre- 
“ vents the performance of it, or puts it out of 
“his power to perform it, the other party may re- 
“ gard it as terminated.” 


Lovell vs. St. Lowis Life Ins. Co., 111 U. Sy 
264. : 


The only thing adjudicated by the Court of Chan- 
eery of New Jersey in the proceedings against the- 
Receiver was that, under the terms of the Suspension 
Agreement, a certain amount of royalty was due from 
the Receiver of the North American to the New York 
Phonograph Company. There was absolutely no ad- 
judication as to the existence or non-existence of the 
extended licenses, nor was any question of that kind 
involved: in the controversy in New Jersey. 

It is stated in appellee’s brief that the order of the 
Court of Chancery covered royalties not only up to the 
date of the termination of the suspension agreement, 
but up to the time of the sale by the Receiver, on Feb- 
ruary 8th, 1896. This is not true, and could not be 
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true, since there were no royalties coming from the 
North American or its Receiver to the New York Com- 
pany, except under and by the express terms of the 
suspension agreement. There is no pretence that any 
royalties were payable under the terms of the extended 
licenses. As a matter of fact, the order of the Court 
of Chancery covered only royalties during the term of 
the suspension agreement. 

The petition to the Court of Chancery by the New 
York Phonograph Company (Complainant's Ex. 125, 
Vol. IL, p. 420) recites the making of the sus- 
pension agreement on the first of July, 1903; 
refers to the two agreements with the Metro- 
politan Phonograph Company, dated October 
12th, 1888, and John P. Haines, dated February 6th, 
1889 ; and refers to the provision of the Suspension 
Agreement for the payment of a ten per cent. royalty. 
The petition makes no reference to the extended 
licenses. The petition is filed April 30th, 1895—while 
the Suspension Agreement was still in force. The 
hearing was had on the 17th of May, 1895, before Vice- 
Chancellor Emery (see fol. 1301), the Suspension 
Agreement being then still in force. Vice-Chancellor 
Exery decided the case on the 19th of January, 1896, 
holding that the petitioner - 


“ was entitled to a royalty of ten per centum on 
sales of phonographs and phonographic supplies 
by the Receiver, as alleged in said petition ;” 


and finds that 


“ the amount due for said royalties, as stated by 
the solicitor of the petitioner and the said Re- 
ceiver, is the sum of $1,600” (fol. 1302). 


It is apparent, therefore, that no adjudication, with 
regard to the extended licenses, was made in those 
proceedings, nor is it true that the order of the Court 
of Chancery provided—as stated in appellee’s brief— 
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for a payment up to the time of the sale by the Re- 
ceiver “ of the assets of the North American Company 
“on February 8th, 1896” (p. 83, Appellee’s Brief). 


THE CLAIM IS MADE BY APPELLEE, 
IN ITS BRIEF, THAT THE SO-CALLED 
*“ROUNDING-UP AGREEMENT” OPER- 
ATED IN SOME WAY TO ENLARGE THE 
“GRANT OF RIGHTS TO THE COMPLAIN- 
ANT’S PREDECESSORS AND, IN EFFECT, 
OPERATED AS A GRANT IN PER- 
PETUITY. 


There is absolutely nothing in this claim. The only 
effect of the “ Rounding-up Agreement” was to ratify 
and contirm the prior agreements between the North 

American Company on the one hand and the Metro- 
politan Company and Haines on the other hand, and 
also to provide against the contingency of a default as 
between the North American Company and the pat- 
entees. If this “Rounding-up Agreement” had the 
effect now claimed by appellee, it would have virtually 
superseded the agreements made with the Metropolitan 
Company and Haines by the North American Com- 
pany. Those agreements, however, have always been 
treated as existing, and complainant has asserted their 
validity and binding effect. It is too late now to at- 


tempt to assert any new claims based upon the so- 


called “ Rounding-up Agreement” even if there were 


any merit in complainant's contention with regard 


thereto, and there is none. 


DISTINCTION BETWEEN RAHLEY SUIT 
AND SUIT AT BAR. 


On page 36 of appellee's brief, a quotation is made 
from the opinion of Judge Mornts in the /akley suit 
in which it is stated that the agreement betweeu the 
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North American Company and The Columbia Com- | 
pany, or Faston, its predecessor, 


“is a carefully prepared agreement * * *, P 
The party of the first part * * * agrees to : 
grant no similar rights for this territory to others ‘ 
or exercise any similar rights therein itself.” 


In the agreements involved in the present suit, there s \ 
is no covenant not to “exercise any similar rights” / 
therein itself." The agreement simply is not to grant 
any similar rights to others. 

Wiis B. Hornsiower, 
* C. L. Buckincuam, 
Cuartes M. Hoves, 
Frank L. Dyer, 
Wrutam Peizer, 
Of Counsel. 
New York, December 26, 1905. } 
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